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London aggregating £32 millions, and rupee loans in India
aggregating 174! crores or £131 millions. The first sterling
loan bore interest at 4 per cent., the second at 3^ per cent.,
and the third at 3 per cent., thus showing the progressive
improvement of India's credit on the London market.
It must also be mentioned that there has been a sub-
stantial reduction in expenditure. The Defence Estimates
have come down from the contract figure of about 55 crores
in 1929-30 to Rs. 45 crores in 1935-36. The total net
expenditure of the Government of India has also been
reduced from Rs. 91 crores in 1929-30 to Rs. 77^ crores in
1935-36-
Reviewing the financial policy, Sir George Schuster
observed that
" sound principles of finance were the best in the interests
of India, not only at present but with an eye to the future
and the proposals for a new Constitution. It would have
been a poor service to India if they shirked their troubles
and left an accumulated weight to burden the new Con-
stitution/'
All this is to the good. But how long can India continue
to maintain her balance of trade by exports of gold and
silver ? Her annual oversea commitments total about
42 crores (approximately £31,500,000) but in 1934-35 the
balance of trade in merchandise only amounted to 23
crores (approximately £17,250,000). In other words, India
is at present unable to meet even her annual oversea ob-
ligations through her trade in merchandise. From the
point of view of India's economic future it is no comfort to
be assured that the outflow of gold since 1931 is not " dis-
tress " gold, and that her total holdings of treasure are still
so vast that for many years to come she will be able to
maintain her trade balance with the help of these assets.
Let us now turn to the efforts for the establishment of
a Reserve Bank in India, About seven years ago the
Government of India introduced into the Assembly a Bill

